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Transport Coat s~udy; aDd Dnbuncled Local Switehing Centrex Like '.Atv~e.

Analog. Si~ilarly, OCC Staff faila to document this 2' fallout ~alue.

T••tiIlOllY -- ace Staff (Krafcik) bad ccmcerna with SWBT' s nonrecu~ring

.tUdies: Ii) iIJ..tnctiou given to the study participants ~r. IlOt fo:vard
looking; (U) tillle e8tilll&tes came only from one pe~.OA .-nd there war. no time aDd
.,tion studies conducted,' or a panel of upf:l't8 to prov:i.de .ut.i-ple vie1lpOinta;
and (iii) SwaT did DOt iDdicat.e that it took any other .ffort_ to ",erify the
activity e8ti1Nlte. provided. aeJ)uttal -- The.e concerns are unjustified. kch
coat., ana.lYllt participatea in a product te8ll\ for the service Imder study and tJlat
product team i. 111&44!1 up of aU the individuals .responsible for illlPl~tiaq .uId
.anaging the UNZ. All participants have the .&IM CCIlIIllOD UD4uetanding before
CO!llt. llILudy _awqptlODD- are -.de. Forward lookinq ....8wnptiona reg&rdiDg the type
of aysteIU used and operating practioe. would have been. c04fJidered if applicaJ)le
data ..re available. Porward looking does not. have to aBIlUllle .c:ma aystea or
operatil19 practice that c:ould or _hould be used, 1t oan be t.be existing llyn..
and opeJ:'atiDg practices which SWBT assWQes in 1t. nonrecurring coet &tucU•••
S'NBT canDot provide nonrecurring activities via 6}'8teJ118 that ue 1lOt used 111 itl!
Olrlll net1lfOrk - - an auumption bot.b ATfIt and Mr. Krafcik vae in their 2t
recCllllllleJ1dation. 8WBT 18 obligated. to unbundle its current network and. det.eraiD8
ehe fo~ard looking C08t of that network, which it ba. don. in its nonrecurring
8t:udies. Contrary to oce Staff geneJ:'a.liu.tiOlls, SnTt s ~r.curring tiJae
estimates were based on a variety of data (e.g., call activity reports, field
personnel surveys, and oth~r empirical Oklahoma-based sources). Mr. Krafcik
incorrectly recaamended averaging 8WBT' II times with AT&T' EO time., in cases where
they differ by 70\ or more. SWBT'S time estilaates were based on .lSswnptions and
speoific knowledge of ita own operations and the time it tak•• to perform these
operations. They were validated by cost analyaia comparing tbe time. to prior
cost stuc1ies md service& ....ith similar assumptioa8. AT'T'. estimates were
provided, without any support. by an undefined -national team.-

T••til1lClIlY -- ace Staff claims -that eaen party has a natural incentive to
provide either a high or low activity time estilllate.- Rebu~t&l -- SWBT dcu nor.:
have such an incentive with regard to its time estimates. Many t~ estimates
for the ONEs were based on data provided for SWBT'. retail serv!ces. Most of
these retail service8 .re competitive. so it would not beacfit SWBT to p~ovide

high time estimates. The same principal applies to tbe URI time estimates.

~. O'NE Manual service Order C08t Study

Te8tidollY -- AT~T Qriticizes SWBT's Man~l ONE Service Order COgt study for
usin9 exce8sive -time- estimates. Re~~tta1 -- The ~ual CO&t is appliCable to
all service o~derllJ not INblllitted by An electronic delivery to the LoSe (e.9., flUC
or overnight mail). where its ser/1ce representative must validate the order aad
then type the order into SORO. I:t also applies to ONEs where there i. no
l1Iechanhed process for entering orders. Not all ordering is electronic becaWle
only limited service. meet industry stan<1ards and have an electronic order
delivery process. The UNE Manual Service Order Cost Study includes the following
activities, wblch jUliiitify the times reported: SwaT service repx-cseJ1tativ e
r.ceives Local Servi~e ~eque5t (·LSR~). logs it iD, reviews requ••ted
requirements, validate. data, inputs applicable Qata into appropriate fields, and
manually confirms order entry. In addition to these activieies reflected in the
cost study, there are other actiVities performed which are not reflected but also
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support the time_ repo~e4. The.. activiti.. include reetifytDg incomplete or
erroneO\l. data or hancUiDg maintenance requirements. All swar'. oss will be
availule ucl will be \&.leeS in provisioning om: orden. Dl the Ar"T 2­
arbitratiCll (PUD 175), the COna.baion "led that SWB"1' is WIder DO obligation to
creat.e OSS "hich it doee DOt currently have in plac;:e for ATItIr or other CLl:C•.

. The type. of 0s.I nOlI throu;h !lmCticmality asswaed by ATilT ckl DOt exist in ~
SWIIT net1llOrk or in its om: inventory. The time elt_tea usc in U. _ Mulua1
service Ord.~ Coat Study were e.U.mated by subject ..atter experts (-8MB.-)
providing the .erv1ce or<ler _tboda Uld service order fOnlat to the LSC. MIl.
smith indepen4enUy validated the time iD the study baaed on cOIlveraat!ona with
a~C8 representative. and first level manager. at the LSC.

'l'ut1JlDDy - - AT.T ••sumed .tl 2' fallout for t.he lliJaple ucl the complex:
serviee. identifiad in BWBT'8 DUB Kanual Service Order eo.t study. ltebutUl-­
Ac::cording to AT.T .itne•• segura, the 2' fallout 'hau1d not apply to the C:aq')lex
Bervic... "Z'bua, ATilT i~orreetly applied the n fallout in the stucly. C:OIIIPlex
SNB'l' retail servio.. do not flow through at thb high rate and. are not expected
to do .0 in tM near future, 11: at all. '1'be 2\ fallout is also unreuistically
low for the simple DNB Manual Service Order Cost Study.

T.8timDA~ -- OCC Staff (~afcik) state. that it i8 appropriate to assume
a mechanized ordering process for all Aetwork eleEQilDte. ~uttal - - This
assumption is wrong. SWBT 18 in the proclISB of developin.g mechanized order
generators. which will accept an order electronically from ATKT. However. all
UNE orders c:annot be accepted and flowed through electronically. This i8 aleo
true for. number of SWBT's retail services that are so complex they mus~ be
entered manually for the service order process (e.g., 05-1). It is rea.onable
to expect that the majority of orders for ONEs abo will be 4elbrer.o manually.
Further1ftDre. there are existing CLSCs which find it lI\OJ:'e coat. effeetive t.o
process their orders manually.

'l'..tiwmy -- 80th ATraT and oce Staff recommend elilftinatiD!iJ tbe typing tiJlle
for the llaDual service order. B.e!)uttal - - Both AT&T and M1'. Krafcik are UDder
the impression that the .ervice repreaentative at the. loSC conducts the validation
and. the typing at the sUle tillle. This is not true.

B. UHB Heebani.~ Service Order COst

Te.U,1lIODY -- AT&T criticizes SWBT'1i $5.00 mechanized liervice order cbarge
and recommends ace adoption Of ita own &tudy in.tead. aebu~tal -- At the time
SWBT submitted co.t studies in this case, there were no methods in place to
process a mechanized 5e~ice order for UNEs. Nor wen l!Iufficienc data availCLble
t.o develop a cost study. More reliaJ:lle data are needed before an acceptable cost
st.udy shOUld be done. AT&T's substitute cost study is unacceptable. A8 d.eu.i.led
in snT witnes. A\llnJ:)auh' 8 testimony, AT&T' 8 IMichanized service order costs
1$1.50 and $2.16) are baaed on a major asswnpeion of a :zt tall out rate applied
t.o all mms for the ti.me needed to validate and type a lDIUWal aervice order. The
2' fallout is unrealistically low, based an the high current fallout of orders
and the number of repeat er~rs submitted on the meehaniled order. SWBT ~I

provided documentation that the fallout rate is higher than 2\ li.e .• evidence
from LSC tracking orders and fa.llout. to, meet staffing requ:i.remente). In.
addition, data from IXC access serviees provide useful comparison data, which
3~pport SWBT's higher fallout rate. The fall out r~t. will nct necessarily
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aeCTeaa8 .. the CLBC service repre8en~atives 9ain more experience. Even though
SWBT CAnnOt provide a apecific cost study for a mechanized UBE .ervice order,

...... ~ baeed. OIl tH aanual study current fallout and tile IUIlOUI1t of tim. currently &peDt

to proe... a aanual aerv1ce, the cost can ba c.tima~c4 to be Il!)ow $!L 00. 'l"b,b
18 bee..... the fall out will require 1IWJ\Ib1 intcl'VentiOP. However, electronic
delivezy edits la••en the errorll that Iligbt otherwh. occur. Thus, IIaIl\Y.l

~_j intarvel1ticm should be lea., but nill required and subatutial. ben to~

electronic delivery, service reps will be require4 to ~ually enter the order
(coat of typing, about JOt, ot the total order co.t) irreapactive of fallout
orders.

c. au l'Ort aD4 tort ••a~.11 .ol1rec~rlDO' C08t Study

'l'•• tilloAy -- AT.T included co-t of only a2' fallout for ROlAC (R.ecent
Change Memory AdMinistration Center, vhic:h 11 rellpc:maible far ipP\1ttiJag
tranalation. to the switc:h for l:i.nea) t1rfte in both the BU Port study aDd the B1U
featlm!8 IIt\Jdy. Mr. Uafcit also applied tbe :n fallout to the BR1 1IJ0000000000dng
Veatures COSt study. bDutUl -- 'l11e changes ATrtr made to the ~iag .tudy
for the BlU POrt wen unnecessary because this at.udy was reviaed to rlllillOVe all
nonrecurring coata a.slJociatecl with the port. AT.T and OCC st.aff relied upon eM
2\ f.llOu~ aSSUMPtions eupportecl by Mr. segura'. testimony, but. he stated t~t

ebe 2' fallout OAly applied to residential POTS aervices. T.hie fallout doe. not
apply at all Meause the BRI features do not have flow through and incur the
costs of a manual process,

O. Pltl I'ort &Del I'R.% Port Feature. Nonrecurring Cost St.udy

re.tiJDollY -- In the PRI port nonrecurring study, AT.T increased the hour.
for the translations preparation (-TXC·) for both first ~ additional, but it
removed the time for translations implementation ( ..SCC·). Ill. the PRI »ort
Featurtle Cost Study, AT.T used the same TXC time but. reduced the sec time by
half. Mr. Krafoik recommends u.ing non-craft wage rate and reduced time. He
a180 recommends applying the 2t fallout. aebuUal -- Tbi& reduction of sec ti_
for the PRI Port Feature. Cost Study 18 inconsistent. AT.T doea not provide
adequate justification for thi. different treatment. SWBT's approaCh, however,
is fully aupported. Time estimates were provided by the SMl!:a who actuall)'
supervise and do translations work. The TXC and see groups are both needed to
ensure that the order 18 t.aJc:en and entered conectly. The 2t fallout ehould not
apply to PRI ba8eCl on Mr. segura.' B explanation (i.e., POTS only) and balled 011. the
fact that PR.! do•• not flow through at all for swaT'. retail customers.

B. Analog Lilla Side Port Nonrecurring Cost Study

Te8tiJllony -. AT.T increa.sed the minutee per order but applied a 2\ fallout
for manual intervention versua SWBT' 8 f~llout percentage. Mr. lCrafcik su.ppo~t.

SWBT'Ii lGor time, but appHee the 2' fallout percentage. JU!J:)uttal _. Again ATilt
and OCC Staff applied the 2\ fallout uniformly to evezy stud.y, whether or not
there actually is flow through once the order is entered. In this cas., the

~j majoJ:'ity of SWBT'15 orders tor an analog line do flow through, but not at the higb
level AT~T or acc Staff .uSge.ta.
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'reaci.,IlY .. A'rfLT reduoeCS tbe times for the TXC, Sa:.~ aDd RCNAe
for the 5US U4 theft only included timea for tba TXC ~ sec :1.11 c~t;:i.o.g the
coata for the tMlUOO. The t1Jae1l are adjusted by 2' fallout. Mr. Xrafcik
nCKliIllleDd. &vera;1ng tlla activity time between the amount proffered by SWJIT and
by AT"T. zeroiDg' aut the ftC unagclIUU1t aotivity ud applying tbe n fallout.
R&but~al -- AT.T'8 differcn~ t~tmaDt of time. for the 5BSS aDd for the DM8100
sritches 18 not justified or do<:!waented. It inconsistently has eliminated work
g1:OUp. &D4~ SOllIe tiJfte. altoge~er. The 2. fallout 18 ilUlppropriate for
this study :because there b currently no flow through foZ' SWBT'. DID eervioe aD4
none 18 ~cted for t:be CIIB. '!'be cc.plexity of the aervice always requi:r:es
1llADUa1 intervention 111 ordering and provisioni.Dg.

... _-"
Q •

"'-'~'

\...J

-....J.

'fe8tiamy -- 'l'be Mllr: 2-Wire 1IDalog '1't'UDk Port KonrecurriJlg COSt St\ldy UHd.
different switch weighting. (used to ~e1ght the investments betweea 5ESS &ad
DMSl00). Nr. Erat'cik reca.nend.s removing the TXC t:iJae. everagiJ)g tM tiMe. of
SUT and Arlit, ana &pplyiDg tbe 2' fallout. a~ttd -- lallT' • ."itcb wei9hting8
are frola the wrong state. All pages in ita study had -"1'exas· heading. even
though the oklahOlll& IiIwitch W4Jightings were part of the doQUllle.ftt.~iOD prcvio.d.
Tbe "Other 'l'aXes- amount vas alao input: incorrectly. Tbe.e revi.i~ &1'.

incc:rrect beca.use the TXC t1JDe le needed to succe••fully complete the
translation. Averaging the times is totally inapp:ropriate beoause SWBT' B tiJnes
are baaed on actual SWBT acti"1ty, nct on is "lUltioa.al team- esti.Jllate. The Z\
fallout is incorrect because this Illitrvice doee not flow through at this rate.

B. Digital DSl Trunk Port Hoorec\l~ring Cost StUdy

T••timony -- ATilT'. Digital DSl Trunk port Honrecu.rX'ing Cost Study used
difte~ent liwitch veightU1gs. M:r. ~&fcilt recCllll'llel1ds zeroing out the proouremea.t
time and applying the 2\ fallout. :Rebuttal -- AT&T gnee again used the ewitch
weightings frOM ~exa. even though SWBT provided th~ Oklahoma .witch weighting.
in the backup documentation. AT'T CLSBWIlCd the only department involved in
providing this service would be the Circuit Provisioning Center, and then ooly
wben the order fell out, again at the 2' rate. The complexity of the service
requires Nnual intervention in ordering and provisioning from other departllll!Dt5,

Which SWBT inclUded in iu study. 'the 2\ fanout again ia incorrect because tbis
service 40•• not flow througbat this rate.

I. CDJ)WlcUed Local Switching Celt~rex Like I'eaturee - ISDN aD4 Analog
Ho=.c\U'~1~ Cost St.udy

T••UIllOI1Y -- AT'T u.ed the SWBT cose study tor ISDN anCS Analog nonrecurring
costs filed OIl .JUly 14, 199"1. to re"ise its inputs. IC reduced the t.ime
estimate., revised the labor tates, an4 applied tbe 2\ fallout rate to eacb
element. Mr. Krafcik r.e~nds removin~ the network .a1e8 support and applying
the 2' fallout to all features. Rebuttal·- This JUly 14, 1997, study was
revised and refiled in MS. Smith's November 29. 1997, supplemental testimony.
This revision clearly wa. explained in Ms. Smith'. December 3, 1997, deposition.
AT~T reduced the time estimates based upon the wrong study tor all the inputs.
Ms. Smith i$ unclear about the labor rates used in thia study because the
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cuculatlO1ls do pOt, IIIIltc:l1 ~ lI:'e.",lu. On ~he re.w.t. llhaet. tbere ar. feature.
which -re not OfIered in Oklahoma. Since this prOble. ha. occurred in other
noancurring studi.. dhcu.sees. herein, ATilT erroneO\Uily aust have u8ed the
studi•• for a different .tate &ad .~ly 8ubstituted OklahQm& labor rates. !be
two stat. studi... are, of ~8e, different, not only becaulle of tba labor rat•• ,
but &180 lHtcause tbey apply different allSWllptiona. ATiff reduced the ftC an4 sec
tWes significantly for all featUft. except D1st1nc:t1w lUnging aDd c.ll ·Piokup.
'rbere va. DO doeu-entation for the time eBtlmatelil included in t.be A'tr.T study_
Mr. Krafcik 1nc:orrectly uSU111e4 that ~e ue~worle sal.. support i. a retail cost.
SWBT will incur whol.sale marketing expeDae& &Baociated with p~i4!ng UNE8 to
CLaC.. and this expense ahould be included ill the cost of Hrvice. '1'be 2\ fAllout
i. inappropriate becauae Centrex .ervice currently c1oe. DOt flow through as AT&.T
assume.-.

'lenition,. -- A'l'Ill"l' revised the nonrecurring 6ft PQrt .tudy by reducing the
translations time for the STIl port te%1llination to 1 hour. It rellOVed tb4i
di.connect UIII8 for the 81'P port and the translationa tiJM for the signaling
point COCIe ildditiou. For the STP Port, Mr. ¥rafcik recQ8llll,8ads renaoving the
Bxternal Relations tiJne fJ:'all the studies and averaging the tiJlell blttween ATll"l" LI

ADd SWB'l". studies. For the STP link JJQJttecuE'd.ng OOLlts, he reCCltM8I1d. applying
the :n fallout. B.e!:Iuttal -- Il1o E'atioD&1e was provided by .1.'1'."1' for reducing the
time. Mr. JCratcik'. reconnendation to average tM time. ia invalid. ~caulile SOT'!I
time is based an actual experience, whereas AT&T' Ii t.ime estiaute 1& bai!!led on an
tmdefined "national team.· The 2\ fallout never would apply to th.se
nonrecurring activities because they always are conducted AaDUAlly.

It. "1'tme and Material. and Maintenance o~ Service (cau.. 442 ouly)

T••ti.t=ny -- Per the Maintenance of Service study, A'l'&T rUlOV'eB travel t.iJle
aDd cloae out tilH. ATIllT also aeswnes a totally mechAnized proce•• for all
trouble reporting. Thus, it removes cuatomer services representative labor
hour. . AT'T ~s the same revlaions to the 'l'i.n:le and Materials L1tUcly. OCC Staff
recommended. removing the computer time, modifying the customer service time with
the :l\ fall out, and relllOviDg the prelQium time expenses t:rom the basic la!:lor
rate. Rebuttal -- All the proposed changes are unacc~table, except reviein9 tbe
labor rate to remove premiWll d..e and revi.ing the travel ti.. for Tillie an4
Materialt. tinder the Maintenance of Serviee scenario, the technician'. time does
not begin until work i8 .tarted at the end UBer'. premises. Travel coat. are
appropriately included in tbe first half hour. Under ~im8 and materials, th.
customer i. billed for time starting when the ~echnician pick. up the trouble
report. In this cue, tr~vel time should pat be included in the first half bour.
Regarding ~ close out time, the technician is not ·on the cloele- wheD the
ticket i$ closed. out and this cost i8 appropriately reflected in the tir.t half
hour. The mechanized proces8 assumption and the 2\ f~ll out is inappropriate
because ONE trouble reporting will not have 9et flow through. SWS't assumed the
same fallout in the study as it does for its own customers.

\'XII. FORWARD LOOJtINQ COMMON COlTS

T••e:i.mony -- AT'T witnes8 Rhinehart propo15es a nWllber of reductions to the
commQn cost allocator proposed by SHBT. The~e reductions include the operator
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services accounc;1I wing avoided at a 100\ ,;ate inat;l!la4 Df the OCC •• ordei"ed 10\
rate. Rebuttal -. As Dr. Lehman demon8trates in his rebuttal testi~y, Mr.
Rhinehart'a ~evisi0D8 are based OIl speculation and false asaUlllPtiDn. SWBT
aCC:OUDtecl for the exclu.ioc of ret.ail avoided costs ill lta c~ cost study.
This -xclwtiOD va. basad on the PCC'. preswnptioa. of avoided co.t., whic:hr~
the retail poreion of the aocount.. in the following percentage.. Allie iAclude4
are the USWRptiou for the avoided COlt study for resale approvecl by tbc ace•

SWB'I' occ
Account 6611 Product Manag_ent 9O," 25\

Ae'C01tnt 661.2 Sales 90' '0'
AcCOWlt "13 Advertisil19 90' 70\

'.--/ Acc:owa.t '621 Call campletieD 100' 10'

1&CCO\JAt GG22 RWIlber Services loot lot

Account 6623 CWltomer service. '0' 90t

..... __ J

\ I
-...-'

Mr. RhiPehart assumed t.he avoided coat percentages ordered. by ~e- ace to
develop ~. resale avoide4 coet di.count percentage, with on8 exeeptian. Se
assumed the opera.tor .ervices accounts 6621 and 6U2 to be avoided at loot
inatead of the 10' ordered by the OCC. Mr. Rhind\art contended tbae the
Commi••ion assumed ehe lot avoided for the operator servi~e. a~counts ~ecaU8e

t:here was a continuecl need for White page. production. He also stated tbiat ehe
interconnection a.greements include &.parate and distinct prices ~o be paid for
operator .ervice. and white pages production, so the coat. CaDDot be viewed ..
cQIlIn'IC)n costs and they should De :removed fram the canputationa. He then replaced
the Commission approved 10' w~th an assumption avoided for the 6621 and 65~2

accoWlts. The•• assumptions are not jU8tified or consistent with the OCC's
rulings. xf the OCC order is used to calculate the operator service. costs,
there are coats that: are considered COIllIl1on in addition to white page. (e-9' .• DA
calla). Al80 Mr. nick haa removed a number of vol\Ul\e inGendtivw expenses froa
the operat:or services seucUes, which are booked to accounts 6621 and 6622. ATfcT
now improperly baa removed tbese expenses frOlll both tM operator .e:rvices studies
and the common cost study.

T••tiIlIOny • - Mr. Rhinehart iq:>l1es that SWB'r's forwarcl looking cQlllllOll ~U
include service order costs ehat are Deing charged .eparat.ly in this c•••.
aebuttal •• Mr. Rhinehart iii wrong. It 1s trUe ehat service order expenses are
booked to Account 6623 Culiltomer services, but the expense. in the forward lookinv
common COStlll study are based on 1995 elata, before any expenses were illCurred fer
wholesale expenseil attributable to CLECs. Wholesale service order expenaes were
included in account 66~J ill 1!J95, but theee serviae order 8XpelUles are for IXC8
ordering acceS8 ilervices fro~ SWDT. In addition to ehese expenses, SWBT will
incur, and is incurring, additional expenses for the service representati~•• in
the LSC to take orders from the CLECs. Therefore, SOT appropriately has
refleeted the correct amount of expenses for this account.

In her direct testimony in PUI) 97-4,42. Me. smith explained the proces. and
proper methodology to develop costs for interconnection services. She also
explained the cost s;;tudies which were used as the basis for pricing these
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int.erCODDeCt,1aa aerv1ce.. AJChousD lII&Py of th. co.t sttldie. ".. SlUtlJ presenta
here are d1.~t.nmt .frOlfl tbose preliented .in cause No. PUD '7-213, the coat .study

',-./: metbodologies she dacr.ibed in PClD-442 are the same &6 those &.I.ed there.

Ms. SMith'. t ••timOny deacribed the foll~ing spec1fi~ coat .tudies for
priging i~~.rcODDectiOD .ervice8:

• Directory Aa8ieeaace call ~letiau

• Directory Aasi.tanc8 Li8ting LaIC

• Local Service Provider BMergency service contact. for BOD-Published
Servioe Pol"'ard Looking LRIC

• BrandiDg for Kesellere

• Branding for pacility Based Providers

• EXternal Rates/Reference - Reseller5 Forward LookiD~ LaIC

• External Rates/Reference - Facility Ba~ed Providers Forward Looking
LR.IC

'. /"........ • InteriM~r Portability

• Local Switching

• Tandem Switching usage

• unbundled COIlIIIlOJl Transport

• Operator WOrk Secon45

• Logal and IntraLATA operator Assistance Fully Automated Call

• Directory Assistance

.-.....-;

• Forward-Looking COI1IIlIon Costs

Attached U RxhiDit A to her testimony was a chart 8Wl8&rizing thelle coat
studies sponsored by MS. smith.

Ms. S~th .1so adopted the direct testimony ot Linda L. Robey prevlou_ly
filed in this caUse. The Robey testimony that Ms. Smith adopted diacus8ed the
recurring and nonrecurring cost. associated with (1) 911 lmergency Number iyatem
Interconnection. (2) e:u.tOCHr Chan~e Charges, oiUld (31 Operational Sl,I.pport
Systems. In particular, this testimony cove~ed the forward-look~ng, long run
inc:rentental co.t studi•• for these elements. The IlIethods employed in conducting
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these co.~ ,~udle. w.~. the .~ as thoBe p~eviouDly described id MS. SMi~I.

1:••ti.cny.

All deacribed by Mr. Deere; SWBT'. 911 syatelll serv•• various pul)lic service
ageJ1Cie8 that anaver eIIll!Irg'eDcy calli. Ma. &.obey presented a lerie. or coat
studi.. to support the torward-looking LRIC of iDtercODDectian by CLECa .ith
tbia .~t_. A design depicting tbe tozvard-looJd.ng network campgaenu necessary
for the 911 system vas created. and the coat relating to its oOlllpOZUNlta (8UCh u
the computers. dataJ:)....ea, rwltiplexera 4SJ1d switohing aquiplllElDt) was developed..
Coats al80 were developed to utcb tbe various 911 feature packages used by SWBT
in t.M INlrr.1C111ar conPwlit.ie. involved. Thcoc fea.tur.., de8coribed in detail by
Mr. Deere'. te8tiJnoDy, an 1

(1) AutCllUtic llwaber Identification (identifies to the answering
public service ageaey the number calling 111),

(2) Selective Routing (used where IWice88a~ to eD8\\1'e that the
proper public service agency receives a 911 call),

(3) Automatic: Location Identification (identifies to the
answering public service agency the location of the number
calling 911); and

(4) various combination8 of these features.

\""""" A separate IiItudy wag ccnducted to 1d1!ncity non-recurring costs relating co
tbe feature package8 used in tbe syst&m. These are primarily labor coat. id
setting up the interconnection.

Because SWB1"., emergenc:y network .yilt... covers a .four state area, the CO&tlil

were weighted by stAte 50 that only the Oklahoma costs were included in the fiDal
costs developed for this proceeding.

CCSTOHBll C:KA.Na8 CHAJtQIS

Thi. study identified the costs for a ~ual processing of converciPg a
SWBT c:ustOlller to A eLEe'a resale customer. At the present time. BUfficient daca
do not exi8t to conduct a study of processing these conversions electronically.
The study represents the cost for SWBT manually to receive and process CLBC
orders and to enter them into SWBT'S systems. Two types of conver.lane were
included in the study. A ·simple- converBion involves c:ol1verting il resale
cu.t~r with traditional exchange service. A ·co~lex· conversion involve.
converting a resale Customer with. complex service, 8uch .8 PLBXAR. The coate
included in these studies are primarily th. labor .etivities needed to proce••
the appropriate orders for either .imple or eomplex services.

OPERATION SUPPORT SYSfRHS (OSS)

Thi& study identified the costs aS50ciated with pro?iding aCC888 to SWBT"
ass by C~EC:s. This cost study is identical eo that pre$ented lor the same
purpoe_ in PUD-213 and summarized in Ms. smitb's testimony.
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Attached .e Rxhib1t B to .... Smith'" teat11QQnY va. a cbart aUllllU.rizin9
.'..... ' these and other cost .tUd1etil .ponsored by .... Robey.
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s~ of Cro••-Dud~tlO1l of 8arJ:)ara A. SJdt:h.
MIl. Sllith of SNIT ~Ol't!d IIIUlY of the COlt Itudiu filed by swaT i.P these

docket.. Ms. SIIlith conteDdeci that these cost IJtuc:lie8 comply with the Oklumaa
Lcng Run Increaaental COst nile that ill in place in OklahoJaa and caaply with the
FOC'. definition and interpretation of Total Element Long Run Incremental Coat
(-'lBUl:IC4') all set. forth ill the PCC'. Pirst Report anlS order in Docket 96-!B. A
properly cODductelS LaIC cost .tudy examinelJ COSt.IJ using forward-loaking
1:ec9IDolOlY 1n ~he study. Ma. a:adu aouowlecSge4 t.hat t:hfoI lIlOat efficient, leut
cost technology Ny or ..y POt. a what b deploywd in SWBT' II network today. ....
s.1th acJc:nowlll!dgecl that, with the exoeptiOD of 1A switehes aDd sene J:Smf ","ice.
for which she assumed 100' sus technology, .he assWled in. Aer cost .tudi.. tbat.
the telephone JUltwork would be configured as it currently exists in swaT'.
network. J:n other word8, she • .,awned thAt SnT'. exillting network would
repre8ent the forward looking RlQst efficient least cost network that should be
included in a LaIC coat atudy. In fftaki%lg this assumption, sbe rel1ed upo,o.-SWBT' 8

net.work organizatiOAr she did not conduct any independent analy.is of wbether
more efficient or loess costly equ.1p111eJlt was aval1able in the JIIoilrket today.

All of the cost studies she 1s sponsoring are based upon demand in the
network as it existed in either 1995 or 1996. She did not determine demand .s
it existed in 1991 and, with the exception of the switCh discOWlt, she U.s not
incorporatl\!d future demand into her cost of studies. Moxe specifically. she bas
not incorporated any demand forecast a performed by SWBT into her cost studies.

The local ~witehiD9 UUdiee are baaed upon the Switching COst Info:aut1=
System ("SC:IS'") IftOdel. Certain inputs are entered into the SCIS model. which
develops the total switch investment for the SESS and the DMS switches. In order
to develop Ii switch cost on a Minute of Use (-MOUjII) ))a518 , she took the total
switch investment from SCIS, added feature hardware investments, subtract the
port investment and divided by the minutes of use.

one of the MOst iJnportant inputs in the SelS mcdel is the switch di.scount.
A IIwiteh discount wa. entered for both the Lucent and No~tel switches. The
Lucent di.~ount wa. derived from. contract that was exeouted in 1995 and Which
is still current today. Under this contract, SWBT receives a 10 percent ini'tial
placement. discount and a 20t .y8tem discount which represents an effective
discount of 76t for all Lucent switches. This was no~ the discount that W~
entered int.o SClS. Rather Chan \uling the initial. placement discount, Ms. Smith
canputed a discount that wauld be entered into eels. In maJcing this computation,
Ms. smith assumed tbat the switch will be grown every two years over the nine
years of the IIwitch which she assumed was the ilven.ge switch life. ThwI, to get
from the 76\ placement discount to the 65.25\ U8ed in the SClS model, the switch
waa grown assuming 5.1 percent growtb over a nine-year interval. orbe discount
applicable to growth lines was added to the initial plac~ment discount and the
entire computation w&' discounted back to the present. Ms. Smith agreed that
this was the only place in any of the cost stUdies she was sponsoring wnere SWBT
inclUded gro~h in the cost study. For example. in the switching studies. SWBT
did not grow the minutes of use over tbe same nine-year peri04.
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Pollowing iea ...rger with Pac Bell, sou~hwesteX11 Bell bad b4eu engaged in
cOPVereatiOlUJ wieh Ll1c:ent and Horeel to execute new CClrltracte for _itchae. 'l'hi•
n-.. cOIltr.act. will cover swlt.c:!le" deployed in both SOUthwestern »ell and Pac Bell
territories. What.ever discount. are in the new agreement witb the awitc:b
veDdors, any ."itches that are'purcha••a by Southwestern Sell in the live or
seven-state area for 1,t8 will be goy~rned by the terms of t~t DeW ~Ontr.ct.

Me. SIIl1t:h olaiaed DOt to know that the atAtus ot the neg-otiatiOll. betWQeD SUT
aM it.a ."itch~. and cldmed not to know the discounts that will apply in
thb agreement.

The 8 witabiDg cost studtea take the total .witch investment derived froM
the 5Cra aKlCSel. TUt laYeut-.ac 4oe. DOt" include the coste ....ocl.ted with
feature bardware in the switch. '111erefore, feature bardware inva8tJlleDt. 18 .lidded
to the total .witch lnveatlll8&1t derived frOft\ seIS. To detendDa t)Je future
related bal'dware 1IlvestlllUt, Ms. Smith Obtained unit prices a.nd ~titi•• for
all feat\U'e r81ated hardware from SWBT'S PICS DCPIl organbatioa. The .curc. of
the information that was und to determine the feature hardttara investJlle4t
included in Che &Witching cost. Iltudies ill from the books and recOrda of U.
coaspany. Ms. Slltlth abo ackDo1orledged that the feature hardware 1.r1vestmmt b
based upon hi.~orical coats for that feature related hardware.

Ms. Smith agrftd that of the feature t"elated hardware invesbnent, the trunk
terlllinations make up a vaat majority of tha~ investment. The trunk teminatione
investments inclu.ded in the witching <=Oiit studies include ti.e tnmJt8 for centrex
or PLEXAR and private network trunkin9, many of which are independent revenue
producers for SWBT. Because the investments BI!Ulociated with thtI.e tru.nk
termiMtions are included 1n ~he switching investment., if • CLEC orders PLKXAR
and needs a tie trunk or other trunk termination. becaU5_ all the f.aturea and
functionalit.y of centrex or PL2XAR are included in the n1.tch investment, Qa tie
trunk or trunk te~Dation vill be provided at no additional cost.. tDdeed. all
feature. and function. of the twitch including all Plexar and Ceptrex feature.
will be provided at no additional cost to a requesting CLEC.

MS. Smith agreed that the unit prices fat" many of the feature related
hardware that were included in the Ifwitching investment could have been obtaiAed
by using the se-Is/m lIIOdel. Ms. smith ildmitted that there are no faults with the
integrity of the SCIS/IN model. Indeed t _he used the SelS/IN model in aome of
the studies that she 1& Sponsorini in thil! docket. Instead of using SCI:S/IH to
derive th••• unit pr1celf, _he used the much higher historical prices obtained
from the PICS-DCPR organisation.

The initial investment in the switChing coat studies includes what is
call8d a getting started investment whicb represents the cost to get the switcb
up and running _ MS. Smith acknowledged that the getting started investnaeut will
rem.in the $&Me whether tbere is one line in the switch or twenty thouaana lines
in the switch which make up part of the total cost of this ~twork element.
Neverth.le.s, Ms. Smith allocated all of the getting started inve8e.~t to the
switch and allOCAted none of that investment to the port.

The investment u5ed in the SCP cost studies is derived from the Common
Channel Switching Cost Information System (~CCSC~S·) model. STPS come in pairs
and Ms. Smith assumed tor modeling purposee that only 40\ Of each STP will be
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U1:1l1111ed. :Ill 1:be STP UJd SCI' COS~ lItwUea. thez'e are aleo inve4tJMt1t.1I UlJociated
wi~h A linka, B linke, C I1Dka &nd D linke. IQ its coat studies for STP'. and
SCP'., SWB'I' uHd .. 10.75 percent Ut111~atiOD foE' A liAka. 2.15 pere~t

utilisation for B link8. and 13.8 percent utilizatiaa for. C and D links. This
util1:aatiCID is IIUlt.ipu'e4 by 40\ to detemlle the effecti". ut.ilization used 111
the C08t study. rar UiUlple, tHe 10. '75 percent utilization for tN: A links. that
utilhaticm would be .w.t.iplied by 40 percent to come up lf1Cb OIl eUecti'Vtl
utili••tian of roughly 4 pe~C8At.

111 the SS'7 triW8port study she 'USed CCSCIS verson 4.1 to d.~ive the
iu.vtetlilent P.UDlber that 18 used 111 t.he cost study Dumber. The &cune D link
utili.ation faotor cU8cu88ed a!:>ove was used in th!& study.

'1'218 LIBD valicSatiOD QueJ:)' Coet study u.ae8 both 5Th and 9CPs. For puJ:pOI!IU

of deteDilining th. 8CP :i.JJvesttaeDta anoelated with LIBD va.lidatiOD quade•• SWBT
could DOt use ve:rslaa ... 1 of CCSCIS and had to use aD older version of CCSCIS.
veraica 3. t . Thie va.. because the particular equipllllmt tbat 1. in SWBT'. Detwork
ClUl not be used through By ve:rsioQ. of CCSCIS that came out after ~. J . Thi.
equiplllent ~bat 18 used !D ~ SCP study i8 10 )'Bara old. The discount. used UL
CCSCIS 3.9 to dedve the iD.ve8tments vas 18 percent. Ms. smith acknowledged t.ha~

di&cOUDt w.. based u.pon the contract that was executed between SoutbwesteJ:P. 'lell
aDd the veDdor 8Cl1U! 10 ye.ra ago. Ho effort was made to cietemiAe. if she ....~.
to go out in the ..rkee tOday and bUy that SCP equipuent, what ehe dbcoune would
be today.

Witb respect to the r8ClJrring cost. included in the OS/DA cost atudieli, t.be
operator Suviees Collt lIlOd.el i. the central model to all of those studie.. Any
eAangea ...de to the 0$0( study would carry though to all OS/OA studies.
SOUthwestern Bell baa eetabU.bed that the administrative fill. for a NPX
equipment is 95 percent and tbe adlzdnilltraUve fill for t.ba I'1'MS equipllel1t 18 95
percent. Furthermore. the administrative fill for Iva equipment is 8S percent
and the adm.1nbtrative fill for SCU eq\1ipment is 85 perceut. Ma. Smith &dIIIittacl
that the IVS and the SCU ~qu1pment that is included in the atudy was actually
purcha.5B4 in 1990 or 1991. In ber 8tudies for operator service., MS. smith used
actual fill factors and not optimal or administrative fill factors.

The fo~rd looking CCIIIQQl1 c:ost study that M8. Smith 18 IIpOnsoring i8 based
upon 1995 ARMIS data. All expenses captured. in the stuc1y are historical expense.
incurred by southwestern Bell. Tbere are corporate expense. in other atate. that
are alloca.ted to the State cf Oklahoma on 80me basis. In tile beginning of the
study. ehe determined retail anel wholesale expenses for SNBT in OklaholM. In 50

doing, she took portiOJ1$ of certain of 6600 aCCO\U1tS••llocated some portioD of
those accounts to retail expense and scme pcrtion of tho.e "00 aceount. to
wholesale expense. The portions that were chosen to allocate were based upon t.he
FCC allocation aa set forth in the FCC's Second Report and Order In Docke~ 96-98.
In the FCC Order. it .aid 90 percent of certain accounts sbould be avoidable and
10 percent non-avoidable and loot of certain account. should be treated as non­
avoidabl_ _ She went through each of those accounts and, using the PCC allocatiOD.
syst:eII\. calculate" r.be ret.a.il and wholesale expen.8S applicable in Olcl.al1clN. SM
d1d not u&e the avoided cost. discount that was ordered by the Okl~ commission
in any way to cOme up w~th the retail and wholesale expenses included in her
study.
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SWBT'. COMMOn coat atudy includes eosts that are associated with aCQe8.,
toll and retail Hzovice. and includes botb regulated and non-regulated expense•.
The CO"IlCII coat 8CUdy 1Dclud•• aome pol:'tion of exeeucive planniag exp_ule. t;bat
NaYe baeD allocated t.o the state of Okl~. DuriD9 un a .....11 UlOUIlt of Ul.
execut.ive anci plaDltiftg' expalle. Ny bay. Joeen .pent OIl the Pae sell IWrgeJ:'.

'!'be!:'e 4ft a Dumber of non-recurr1pg charge_ C·DC' s·) tbac Uti iDc:lude4 in
MS. SlIlith'. COSC lltowU... In deriving theae NRC's, .be went to a nUMber ot:
subject lllatter expert. to obtain titll8 estilClates in cODllection witb tbe 11OD.­
J:'eeurring activitie. in the studies. To the extent that the tiae eliJtimat•• were
the .arae aoro•• clifferent stat.es or tbe aet.ivity was t.M same regardless of the
state in wbich the activit.y occurred, ahe went to thellle 5MB'. once and obtAined
• ~i.. aat~t. tbat· ... u.P-d in .11 cost studies filed in all the diffeJ:'ent
stateB in which Sw.aT gperate••

.... Robey of SWII'l' preparecl a Service Order Cost atudy which Mia. SIlIith is
now spoIl.oring. This coat study applies in .. 1IWNa1 eDviroament and not ..
meChanized environment. Tbe coste include<! in t.hi. eost 8tudy do DOt. apply to
any INcbanized service orders. '1'be COlJt. assoeiated with proc=esaiJIg a .e~ic.

oNer include both labor coat. and the costs as&oelacee1 with using -SWBT' s
cc.puter ay.tema (CPU coat.). The labor costs included in this .tud~ compri.e
the time that the SWBT repreaentative tak~. to negotiate and type the order.
Thus. tn.. Service Order cost study includes the time for the Soutbwestenl Bell
service rep to take an order and looks at it to make sure everything is alright,
typea the order into the sy&tem and the computer costs asaociated with p~ocese1ng

the oraar through swaT'. OSS systems.

In a mechanized envi:ronPleDt, there would be 110 labor COllts associ.ted with
all ordel:'IJ which flow t.hrough. For flow through orders, the only costs incurred
by SWBT are the CPU coats .ssociated with using SWBT' 8 CCllWuter syatem&. ODe.
a mechanised. order generator (-MOO") is created, some portion of the OJ:'ders will
flow through electronically. A 1lIecban1zed order generator is U1 electronic
interface which will take an elect.ronic service ol:'der submitted by a CLEC and
electronically enter that order into SwBT'. soRD system where the order will flow
inl:o SWBT'. variou4 OSS eystes for further processing'. Where a MOO is created,
there ia no need for the SWBT service representative to eitbel:' type or negotiat.e
the order and no Manual intervention of SWBT will Joe required at all unless the
order fa.lls out for SODle niUilOJl. Those portions of the order. that. flow t,hrough
electronically, che seJ."Vice ol:'der study filed by SWBT would not apply. SWBT has
not conducted a. study to capture the TBLRIC costa associated witb an electronic
service order. Ne!'ofel:'tbeless, SWBT bas proposed and agreed 1n other jurisdictions
to a $S electronic service order charge. That $5 service order charge was not
based upon a cost stUdy that'. been filed in this docket. If Ms. Smith were
doing an electl:'Ql1ic service order cost study I the ))est way to detennine t1:le costa
would be to <letemine the percentage of fallout to which labor costs would apply
and add to that your COP costs.

In a resale environment there ha. not been a coat study prepared which
captures the coses ..soci.ted with converting • customer fr~ Soutbwe.te~ sell
to a cLEC en -.n electronic basis. The LSP simple conversi.on study that waS fil*,
assumes a manual proces8.
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"5. Saith ackPowled9.d that aOMe CLEC'. IIUeh .. ATilt have beeD provided
acce•• Co SWBT'. canau.er BASI .Y.~" to place orders electronically tOE resold
servic... Tho8e cLlC's vl~ acc••• to Con8u.er BASS will be abl. to proc-.s
orden electronically vitbouc 5MBT'S, involYellleJlt hml.... fallout oc::cur.».
Indeed, even in • fallout dtlation, the order will be returned to the cue:
service reprcaentaUve for furt&er processing. 'l'hUB, 8D1M1 percentage of fallout
order. will be fixed. vi.'thout any INrrua1 interventlon of SMlT. SWB'i' itae1f
achieves tn flow-through or It fallout OIl its orders processed thro~gh DBK.

12. Jlar~ A. Moon

Itl hi. direct t·••tiDlany in PUc! 97-213, SWBT ribe...a1'ry A. XOoz'e
te8t.ified that he .is k.a Manager for Product COlllt DeveloPfll$nt and .Analyais for
SwaT. ID hi. testbloAy, he cU..cussed. tbe re.ults of oost. .twiie. for thoae
UDbundled. ~tWOJ:k element. (mm.) usociated with local loop., cra••-cOIUlecta,
.net d.edicated trall.port. Specifically, he described the .bu•• for these 008t.

stw:U.es, Use data eourcea and methodology used, and why the result. renect taw
minimua costs of providing those .le~ts on a forward-looking basis.

The r8wltl!l of tbe.e ..tU4i8. are based on OJclalJoma-spec:itic data and
facility reoorda. ~ calculating the cosU for ONES', the follOtfing principles
were utilhed:

• Co.ta are baaed on the inoumbent LEC'. existing wire center
locations and lo~al network distribution routes, &Pd employ
the ~t efficient technology available to tbe net~rk.

• Costs are attributed on a cost-causative Daai8. This means
tha~ costs .Ee attributed to a upeaific network element when
those coat_ are incurred a8 a direct rellult of providing that
network elQlent.;

• Porward-loQking incremental costs are utilised, and

• All coata associated wi th the DIm are included in the
incremental cost.

The following forward-looking incremental cost studi88 were conducted to
support the as.ocia~ed ONEs;

...... ~"'/

~.

• UnJ:nmcSled Loop Coat Study. This seudy identifies the forward-..
looking long run incremental cost. (LaIC) at providing
specific unbundled local loop ONEs. A local loop pro~ides a
tranami88ion path from the swa~ central office to the
customer'. premise.. In calculating loop inveataeD~5, SWBT
estimated the plant investment requi~ea to eati.fy the entire
demand for loop. in Oklahcma. Tcday, there are approxilNltely
1.S million basic loops in service. Therefore, SWBT'. cost
models had to reflect the actual physical characterilt1c, of
the network, which is a forward-lOOking, efficient design of
local facilities. SWBT utili2ed loop lengths as dete~ned by
wire center locations, facility routes, and the locations of
customer premises. It determined how these access lines would



........

. _.~/

10:09

•

•

be provi.iaDl!!d, reflecH..llg eurrellt eOlUltructioo. coats,
fo~d.look.ing fiber, and other current. technologies and
undergrouncs oucdde plant. Loop length. were determined by
rude. PZIlPll!l8 of actual loop. in rural, suburban. and urban
wire centera.

Deeibel (dB) LOSS COnd1tlol1ing Coat Study. '1'hh study
14eDt1fies tbe cost. to cDDditlon • loop to achieve & lover dB
1088 lavel. lower thaD that provided by an B dB loss loop.
'1"be iDveaUleDts required for dB 10S8 eonditioaing are provide4
by SOT network persozwel and :Lnvolve the price ...oei.ted
with c:anditianing tlqUipmeDt placed at the custolaer'. premi••••

Hetwork Xnterfaoe Device Coat Study. Thi••tUdy identifie..
tlw forward-looking LItle for rearrangement acdv1t1elS at ~hCl

point of c1eIRarcation or· intercoDnection betwel!lA customer
inside "iring and SWBT' .. loop faallidea at the autOlHr' ..
premlse... The costs associated with the resources required
for 11m re&rrADgementa Are labor oriented, aud are. therefore,
DODrec:urriIJg in nature. 'I'hia study is not associated with the:
aRB lOQP atudies Which include the coat for HID in.tallatiOll
and rearrangements for SWB'1" s CNB loops.

• Cross-connect COllt Study. This IIltudy identifies the fOt'Ward­
looking LRIC for provisioning unbundled CJ:"os.-connect
arrangements from SWBT'S Main Di.tribution 'r~ (MOP) to a
facility designated by the local service provider (LSP) (e.9'.,
central office collocation arrangement or SWBT-provided
11\11tiplexer) • It also identi fies the cost for provisioning
unbundled cross·eonnect arrangement. to Digital Cro••-connec:t
Systems (DeS) and switcb ports. The investments •••ociated
with fobe unbundled 19ap cro.8-CQJ1I1ect. inclUde the variou_
equipment components required to provide ~he specific cross­
connect. Mr. Moore also filed Supplemental Direct Testimony
in this cause to present a recent cost study conducted t;o

specify ONE coste for cross-connects between switch ports and
facilities designated by the LSP sueb as collocation
facilities, multiplexers or DCS.

;

i·

'-..-..

• Dedic.ted Tnn$pOrt Cost Study, Thil stwy identifiell tbe
forward-looking !.RIC. to provisioD ONE u.nb\mdled entrance and
interoffice facilities for dedicated tralleport. -Bntrance
facility- components include the investment to exte~

electrical or optical ccmnec:tion. from the servi.ng cantr.l
office to the LSP·. location. Thea. invellltllll!lnte are
calculated much the same as those for the local loop: distance
multiplied by the inve~tU\ent per foot, plua any necessary
additional equipment. -Dedicated interoffice transport
facility· components include the investment to extend
facilitiea a~d equipment between central off1c.. in order to
send electr~cAl or optical sign~ls. The investment necessary
for dedicated interoffice tr~spo~t is ealculated by
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detel.'l'ining the fixed equipment costs at the C:entral office.
and the in~.roffice facility (Or -line haul-) eost. between
officee. The Dedicated Transport Cost S~udy also include8
C08tiDg for un BlUltiple:xing componenh, transpor~ cros.­
connect.. (to exteDd transport signals tor SWBT'" interoffice
network) aDd cligi~ crOSS-CODDect .ystelll8 (or -DCS-). The
CQats fOI' these acSditiom\1 componeats rep~e.e1\t8 the
respective ccmatruotion coata for each.

as7 LiDk COllt Study. This atudy identities the forward.­
looking LaIC for pzovieioning tJNI ss., liJ)ka froa SNBT'. 8i.g.aal
Tr~fer .oillt (a packet lnIitohing' device providing 8i~ling

distribution for the network) to a local .ervice provider'.
collocation arrangement or to a SWB'r-provided unbundled
tl"ansport element. The investments for these elemeuta
repr••ent the construction cosU for the particular equipment
reaources required.

[;134

'1'0 perfo~ the foregoing studies, recurring and non-recurrill.g costs bad to
be dete~ined;

'..J

•

•

aecgr;ring coata were developed by identifying the investment
necessary to provid.e the functionality fot' the element
s~udied. The recurring eoet was then calculated by
identifying capital coats Ii .•• , depreciation. cos~ of
capital. incOIle tax) and operating expenses (a. g ••
maintenance, administration) aS50ciate4 with the investment.
This is a standard process Widely used in cos~ development.

5oa-recurrlng costs ~ typically incurred only aa a resul~ of
a one-time eVellt and do not recur as part 'of facility
maintenance. Non-recurring costs were calculated for eadb
unbundled element stUdy. These costs were calculated usiug
the following steps: (i) identify the work groups involved in
providing the element and their respective WQrk fu:nctions;
(ii) identify the time required to complete each work
function/activity; (iU) identify the labor CO$ta for the
personnel who typically pt=rform eaoh work function; and
eiv) multiply the time required. to perfcm these activities by
the associated labor costs adjusted to represent tbe planning
period of the cost study as appropriate.

In his rebuttal testimony in POD 97~~13 and 97-.42. Mr. MOore testified
concerning SWDT'. unbundled element cost studiee (e.g., lJNJ!I .tudie. that are
related to the categories ot: unbundled LOOp, tJDhundled CrOBS connect II , and
unbund.led Dedicated Transpc.t).

AT..T'IS testilaoDy genera.lly assumed tha.t SWBT mUlIt provide ONE. -as is" on
a. bWlclled basis. Mr. Moore identified this improper approClch and a_mcnstr_tee
how SWBT's cost studie8 comply fully with applicable law .
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tr_t:1IDouy - AT~'1' claill. that SWB1" I sampling of loop leuvtlUJ injecu blu
tOV&reu OVU8t.at-.n.t of oo-t..: RebuUa,l - SWBT'. coat lIIQdel algoritblll U5Cd to
<lev.lop th8 cable portiClil of loop ~ts i., in general teme I •

COl.'rect 1IOde11n9 of loop lengtb ill iJnportant t.o overall loop iDve.tIII!U1t.
calculation. understating or overst.tin; cable length& by n 1IOll1d nt8ult. ill a
~uch lowe~ corre-.p0a4ing overall monthlV loop COlt underat.tem8Dt. or
over8t.ate-ent. because the cable faciliti.es only repre.ent a port.ion of the
OV8~all loop coat.. However, sucb JlIOc1eling ia not an issue becau.e AT~T agrBees
to use tbe aWBT loop 1IOde1 for tbi8 proceed.ing. SWBT correctly lIIOd.e1ed the
SlIIIIPled loop ·lengthIJ to calculate the investment. per pair. 'l"be use of 1.000 foot
baD4a, instead of actual lengths, baa been the pr:oeus \Uled by SWBT for 8aII8 til8e
aDd. was creat.ed to simplify t.he calculations that involve • great number of
~le~ loopa. The difference between using the kilofoot band algoritbma frOM
the IlIOdel aDd the actual sampled loop lengths would be approxiutely 1.2\ in t.be
monthly unbundled loop cost.

B. LOOp Pill 'actora

T.stialoDy - aivu competitiOl2, AT&:T argues that SWBT cumot be expect.ed to
continue its current ut.ili:ation level. Fill factor. charge today'. ~tcner8
wit.h t01llOrrow·. demand. which violates t.RIc principles. Liberty rec~n.c1a

dist~ibut1on till factor8 of "'" for urban and. wburban areo, .-nd 60' for rural
areas. Rebut.tal - U.e of a fill factor does not result in eharwiD9 today'.
cuatomer with tcmorrow'. demand. SMDT is required under t.he Act to WJ.bw:Idle its
existing network. This existing network has an actUCll existing utilization whicb
is & product of total demand, consistent with TELRIC pdnciple.. Therefore, the
total current demand an4 ite relationship to current capacity eerve a5 the basis
for the current existing network fill factor. Fill facto~. are DDt new to
service costing and have been utili~ed. at a minimum, in telecommunicatioa coat
studies for l'lW:1y years. Their legitimate use, however, is to calculate toM cost
for the -lumpine••• in capacity that is neces80ry to .erv. _ quantity of demaad_
As swaT witne•• Dr. Lehman illustrated in his reb~ttal testimony, this l~ine.8

is a re5l.l1t of p~rchase size availability, area movements. and geograpbic
constraints which require placement planning in order to have capacity ready whell
customers request service. All demand continues to grow. 80 will the additional
placeJlleIlts that are needed. to seJ:Ve custanerll in a lIIaN1er t.ha.t cOlllPlies with the
Commission'S minimum service standards. If AT~T's claim rega~ding fill factor
were to be 4lQcepted, it would mean that SWBT' a placement prCLctices should Ileet
demand. exactly •• it ocwrs. Thh is not aD efficient practice. It. would. result.
in absolutely no rllcognition of quality of lIervicc consid.eratioJ18 or thlt
eeonomies inherent in larger size cable. becau.e smaller cabl.. always would be
used 'to meet. inlne<U.&te demand. LibertY'1il reeonnendation does not reflect SWBT'II
act~al fill. Dr. Lehlllan'. rebuttal addresses the prOblem.. Associ.ted. with
Liberty'S recommendations regard.ing fill.
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Te.tt.ony - AT.T statea that SWBT'. feeder cable cost. do DO~ reflect
.fficient cable sizing cb&racteristici. SWBT inaccurately calgu1a~ed the coat
of ebe equiptNnt that ccmnecta tnb feeder plant to the di.tl':lJNtiOD pbnt.
certain cabl•• abould be reflected •• fe.del' gable. ineeead of ideDtifyiag t~
u c!btdbutiou in tba 8tucly. SWBT hal produeed feeder temination coats tbat
~ exc:.eeive. Rebut~.l - The loop coat study doel not a.sume Chat 1:I1er. i ••
dngle e&bl...rving a distribution area t.hat never tapers &8 it approaches the
ceatt"al office. All these UDdergrOUDd cables Approach the c::entral office# ta-ir
size incr-.ca .e taper point., and the cables become b.rger as they are serving
-Ore than one di8t:dbutlon area. The .tudieB do, therefore, reflect the .eale
ccoaomi•• that were·allegea to have been omitted. Libe~y ooaelu4.d that DO
refinements were essential.

\ ..J D.

Te.t1moDy - ~oordin9 to A'l'fcT, application of a Feeder/Distribution
Interfac::e (-FOI-) cost for every loop is inconllilltent vith SWBT witne•• Deere' 8

depiction of its loop configuration. Furthermore, it is AOt. an eEficbnt
practice in all circumstances. aabutta1 - ATMT'8 conclusions, based upon its
reterences to the Deere testilhOny. are misleacU.D!1. In Mr. Deere'. direct
test~y. he describes SWBT'S CUrrent loop network with 25' of its facilities
that (30 not utilize crOSB-CODDect_ in the field. Based upon Mr. Deere'S
discussions, tbere b a number lea. than 25\ (considering the building. and.
campuae.) that reflects curl'ent condition. excluding FDIs and this number will
decrease minillally in the abort run. AssUIlling AT.T'. QWII logic that. the IiJtudy
should reflect Mr. ceere'lil depiction of the current Aetwork, this percentage i.
definitely DOt 25', b\lt something less, from a abort te~ perspective. On. tbe
otber hand, the coat study was conducted in such way that it &liIsumed that, f~
a long tcrIl\ perspective, FOt placelllent on faCilities represents the IIIOst
efficient technologic~l choie~. There is no inconsistency, eave perhap. the
diff~ring perspectives, ahort terml long term. that were taken.

Te8timony - Regarding the engineering pl'inciples &Ssociated with the use
of FeIs , Ioiberty deferred. to SWBT'S judgment. However. in its discusslon
r89arding the zoelationahip between feeder fill and the POI coacept. Liberty
indic~ted that i.ta reCOllllerlded change to the feeder Ull factor waa '& reascoa))le
way to ~k. these ...umptions consistent,- aebyttal - Whil. SWBT would agree
that the U8e of the PDX concept would increase the utilizatioa of feeder plant,
OD average, it haa not been able to determine what fill adjustment would be
~ppropriat.. Non.thele•• , the concept appear. to be reasonable, even ~hough

Liberty's proposed fill factor ia not reasonable, as discussed by SWBT wi~ess

Lehman in hi. rebuttal testimony.

I. reeder Verlul »l.t~1butlon Cable Coata

T••tt.Dny - AT.T claims that 25\ of the loop plant should be adiu~ted so
that it reflect. feeder investment. only. aebyttal - AT'T ag.in has .isu~d
the Deere testi~ny to reach tbe w~on9 conclusions. It is not logical for AT.T
to conclude that 2St Df the loop facilieieg should take on the cost
characteristics of feeder cable only. This flaw is especially apparent wben
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ATI&T' a "ituess (ZUbkua) ccofiJ:1lled tbat t.be Cal)U 1s oat feeder-only. but rather
reeder aD4 dilltrib'itiOD facilities that simply are -bardspliced.· Although Mr.
Deere did etate that MUlt1-custQMex b~ildinis and e~u. ee.plexea Are often
cODACcted ue1Dg ouly r..der plant. be was referring t.o die cc.IlIOD Pi
cla••Uication of that plant and, not that it was purely teeder in nature. 'fbe
AT&~ "itne.. certainly could not conclude that tbi. a~angement represent. 25t
of tbe plant in Oll:lahollla. The main differences between feeder investMnts and
diat.ributian investMnU ue the different sizes of cable. that are uaed .e well
as tAe UlOUDt of fill ueoc:iate4 with each type, It is simply iJl<:on-ect for ATilT
to apply feeder croats to 25t of SWBT'S loops because it would result in aD
uncSerstatement of co.ts.

/ 'l'e.~iaoDY - AT'T clailll8 that. SWBT's praa1,ee tenainatiOl1 cost. are
unreaeOD&bl. and abould be revised. Rebuttal - trbElA SWBT conduoted the
unbUDdlecl loop coat study, it wa. assumed that the best representation of •
potential cuatOftler cirClUit vas that of II s1.ngle line arran~t. However, SWBT
now would 89ree that ~ weighting. although certainly not AT&T'. 50\, could be
made to reflect both single and multi-premises tennination arrAttgemant•. -Using
& so, figure would. suggest that there will be an equa-l amount of JlI\lltiline and
single line teminab which would not. be realistic. A 1lI0re appropriate approach
would be to develop thi.s weighting CD 41 lIlore current asslil!ssment of multi line to
.ingle line relationship.. These changes should not !lave significant impact on
loop cost.. Liberty eoncurs.

G.

'l'••dIllOllY - ATfit rec::eomended that the loop cost stUl1y should be belsed upon
Integrated Digital LOop Carrier (-IDLe"), in lieu of ;my use of t1fti~rsal Digital
Loop Carrier (aUDLe"). Rebuttal - This attempted ~.e of the IDLe ie totally
inappropriate in chi. proceeding for several rea.ons. Since IDLe bundl•• the
loop vith cbe twitcb it ahould not be the object of a study on unbundled
clemencli. IDLe 15 Dot designed to work in an application that is not bundled
wit.h the· switch, (e.g., to a CLEC point of acceSlil). Including only IDLe
investments will ignore necessary equipment, grossly understate the cost of an
unbundled loop, and certainly not reflect how the loop "ill be bundled. Liberty
concluded that the alternative to IDLe. or the VOLe which SOT uses, is forward
looking'.

\--../ H. Supporting Structure Costs

., i
''-.-/

T.stimony - AT&T recommends that SWBT's supporting structure (pole and
circuit) coats should be adjusted. It declares that SWBT sbould be required to
-forecast future vendor utilization- and then remove costs from the loop 8t~ieB

to reflect what is -already being recovered elsewhere. II AT&T baaes its
recommendations on the assertion that swaT al~eady ia receiving revenues from
leAse arrangements and should project what those revenues will be 1n the rut~re.

Liber~y a.serted that SWBT's loop cost study ignored the effects of structure
sharing with other utilities. but it concluded that such changes would not
significantly affect fi~l loop costs, aebuttal - 1'he coste for support
structures have been accurately calculated. The pole ud circuit costs
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&58OCiaUd wit:h lUI \llllNnd1~ loop UIOUDt to around n of ~ overall locp cosu.
When this UlO\mt i8.e~Ptd with the UlOWtt of leasing ~hat actually takes place
in Oklaha.a•. 04' of cODduit duet feet, .ad ~ .•2' of pole .pace, it i8 easy to

.••e tlIat MY att8llpt to reduce loop costa would tie meaningle... Ad incr•••• J:)y
SOT in the amount of leadng i_ Dot anticipated. AT.or offu. no evideDce
auggut:iDg that n'"=lNa. frea leuing will·change to any degree ybataoever dving
the COAt~act period. Witia respect to LibertY'1 statement, lIt~tve abUi.n9 va.
taJceJl into aCC:OUDt in tM coat study.

%. Loop sewU••

.,••tlllOay AT''f, in part, used SWBT'. loop (lost atudy to lllake its
daUg••• w1t:h t.ba oxceptlOil of nplaoiDs SwaT' .. IJIW'I' (Loopvut) CCNlt MOdel with
it•. own ~el to calculate cable 1nve.tments. The apecific changes tbat ATIaT
_de vere a.' foll..a: .et cliatributiOla fill to sot: reduced mx investllleDu to
25\'; cbuged 2" of cU.atributioa. investment to reflect feeder cable lUTeatlDat;
set Pr~8ea Ter.ainat!QD to sot multi and sot single; and uecd lOOt IDLe for
fiba' facilitiea. aebutt:&l - Then c:hanges to the \mb\Jl1dled IdB loop RQUn'1ug

costs atudy are unjuaUf1ec1 a. earlier addressed. They re.111t in a significant
and invalid cost ne1uction over SWM" 8 results.

II. mmmmLBD CROSS CONnCTS

'l'est1llony - AT.T claiM that the us. of intermediate distributing frame
('"IDF") is DOt. nece8&&J:Y to utend unbundled loops to cage. and i. not nece&liary
for any other UDbwtdled arrangements. Rebuttal - The lDP 18 & a.ec:ealS&ry
caarponea.t tor the.. eceaarios. The lXIst IitUdie8 at isaue IIlUst reflect the da8ign
or risk price. that are IlOa-Compensato~. Liberty agreel.

T..tiJloa.y - AT" allege. that the crOBS connect investment already 1w.­
been recovered. in the eleaea.U that connect to them. ATIi&T bases this all.egatioa
on its cla1. that* (i) the 2-Wlre analog erOS8 connect to a ~ltiplex.r plug
includes a plug inve8tlllent for the same plug that is inclUded in t1w unbundled
Multipl~xing element study; an4 (ii) the investment for DSX-] appearance. are
inCluded in both the Entrance Facility element and the DS] Cross Connect.
Rebuttal - Service plugs are not: included the stand .alone multiplexing S~udie8.

as exemplified ~ the responae to AT.T'8 data request. Item 17 (November 18,
1997). Liberty concurs that there i8 not a problem (although it lit-ill is in the
process of obtaining IJan8 ac1clitica.41 information on the subjec:t). 'l'be rebuttal
to AT~T'& cla1. regarding the investment fo~ DSX-3 appearances is in Part IIX.
unbundled Dedicated Tr&nspo~t. infra .

or.l!Itimolly - AT&T clailU that IDLe technology replac.. the need for
phy8ical cross eonnect.. aahuttal - The use of IDLe i. not appropriate for
unbundling. Assuming however, that IPLC were to be used to provi.ion unbundled
loops. thia would certainly not result in the exclusion of any phY5ical eros.
connect &~rangement.
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'fN~ - SWB'l' ..l~ctively elilPinated & large portiOD of circuit., which
J"e.\llt~ iD few-r eCOD0II1ea oi .cale and higher cc>sts. Jlebuttal. - It 111
cdtieal to eruJure tbat. the appz;opriate unbundled .1aMrlt i8 addrel!lR wbeD
di.c:ua81~ the coat_~ related to circuit. quantities. There 18 wt r;me UII1I
IltUdy tbat require. t.M WM of circuit quantities to develop a ..igh~ed average
COllt. That ONB 1. called IlJterotEice Dedioated Trusport and it require. adell
a _1ght1Dg because there are nWDe~ interoffice ne~worJul that are iJlvolved
tbat. bave to he _1ghted. The circ:u.1t count Of custcmer traffic b only used for
weightiDg pu:poae., wbich AT"T cl•••1f1es a•• ·.ei~tiJl9 JDeohani••. • !'h4!I coat
.t.udy for the unbImcUe4 cle4icated i1\teroff1ce tra12$port element ... conducted to
IMtc::b. the defiDitiClll of that rate elelllel1t, which cull for interoffice dedicated
traaaport cil'c:W.u J)etweeD SwaT', office.. A different UJd rate .lemeut,
lIrltraDC. :racilitlu, would»e charged for tran8pOrt between BWBT',. wire caten
ad~ "ir.. ceAUra owed by ATIIr or its affiliate.. This;u where M'~T use4
'tM iDcorrect approach. 'ATrIt should DOt have included, in the wightiDg proce••
for the,interoffic. stUdy, private li~e circuits .(they do not ~efl.ct dadicated
transport type circuits), swaT company ofUcial circuits (do not Rflect
potential CUBtcmer traffic), and, of course, oircuits that were Dot interoffice.

TestimoAy - ATflr clai... that SWBT did not include ..essage circuits in iu
weightiuw calCUlations beoause it did not pull circuits that are related to the
me.saVe traffic used for local and intraLATA tell traffiC. ATI&T further stateS
that SWBT only 1I1cludec1 pdvate line type c!rcuiteand that incluaion of these
circuits was incorrect. Rebuttal - These message circuits ••re iucluded and
private li.ne. vere excluded. swaT has clarified. this in SuDsllqUent data request
responses.

"1'e.Uaouy - ATfJT claims that there should be 1IUU1)" IDOre D53. in the
Oklahoma City area than what is included in the cost study. JtebutUl - ATILT'.
study shews appz;oxillBtely six times the quantity of message circ:ui~. for Oklahoma.
City thaD are in swaT'. interoffice. study for weighting. AT&T' 8 estimated I1\IIl\ber
of circuits i. based on flawed assumptions (e.g., clrguit8 assumed to be DS) are
really DBl or are circuits that shoUld not be used for interoffice dedicated
transport). By contrast, SlGT's study utilizes actual data fZ'CCft its recorda that
include the true amount of circuits that are transported across its nettlOrk ...
opposed to ATr..T' 8 unsupported derived c:alc~lation. Li.berty concurs. :It
concl~ded that ATr..T bad yet pro'len SWBT wrong on this iasue. Nevertbelull, SWBT
has maintained ehat it would be open to updating the analysis based. UPOll current
circuits and inventory. In addition, SWBT could agree to an indep.ndent review
of t.be circuit data being uti.lized with such an update, which 'WOUld. be more thad

app~cpriat.e for verification.

8. Bntranc:e Paciliti•• and Loop.

~ T.stimony - ATr..T clai~ that SWBT should not have split out the circuitl
between its offic•• and AT&T's offices into an Entrance Facility study because
these facilities Are really the same as those that s;hould already be in the
-Dedicated Transport CO&t StUdy.N Rebutt.l - As ~ith the Unbundled Interoffice
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Transpor!: c::o-!: .tueSy, the Rntran~e Pacility cost study matches tbe defiD1~iou 01
the ra~e el"'1'lt from the intercoMection agreement. There i. no UnbWKlled.
Dedicated Transport elemeDt study; there ie a Dedioated Tran.port Interoffice
eleaent Iltlldy, a De41catc4 TrlUlllPOZ't Intrance Facility eleunt study. All well ••
Ot:ber Dedicated TnASport alUI8Dt .tudi.., juat as A'rl..T continua. Thes. studialll
lllatch the rate elements Npped out in the interconnection a9reea.ent.

or••t~ - AT~T .tat.. that, _inc. Bntrance "'c111d.8 really are defiMd
as loops, then all that i8 .ected 18 just a loop study, whidl should be an
BDtrance "acUity elcMat. Rebuttal - AT&T'& approacb. b incorrect. cnd.er tbe
interconnection agreement, interoffice facilities run betweeD SWBT offices, bQt
Batrance facilities run between SOT offices and AT&T facilitie.. 2ven t.hcnIgh
Eotr&nOe F&ci11Ue8 iIlre ~U.e. oontiSJUred with the same type of equipment tbat
is required for Interoffice Transport, they should not be included in the same
eleaant studY. Bqu.ipment types do not define mm.. Moreowr, mo: Dedicated
~sport BntraDCe Pac!lities will no~ ~ configured in a cent~al office ~i!l9

diversity arrangement. swaT will consider such arrangement. under a Special
Requ••t Proce.... 'I'Ilerefore, no ItUdy i. xequind, nor has one been conducted,
for UHB Entrance r.cilltie. with central office ring diversity.

Tli.timouy - Liberty indicated tllat there ue Intrance .acilit.ies ucl that
tbere should :be a pxice for them. Rebuttal - 'the Entrance pacility oOR\POl1ent
is a valid ONE U prov14ed for in the interc~r.ionagreed\8l1t. However, U Mr.
Sparling baa d••cribed in his retJuttal testilllCnY, SWBT's ONB Dedicated Transport
Entrance Facility i. not provided under a central office SONET ring diversity
ar~angement. Therefore, the~e should be no cost :study at issue for such aD

arrangement.

ore.t.i.JDcny - ATfoT claimed that SWBT'II use of stacked rings might possibly
result in an inefficient netwoxk. Reb\Sttal - By law, SWBT 18 ~equi.rcd to
unbundle ita exlet~ network, regardle811 of bow many stacked ring. it SliSfht have
in place.

1'••UJIOa.y - AT&T .ssertl that the high speed lilide of tbe BONET equipment
used for interoffice transport &boule! ~flect a utilisation that ill near capacity
and that the low speed lide, mainly plug-ina that oan be put in or taken out
easily as d~ requirel, should reflect a loot utilization. Its r&tiOD.l~ for
the high ilpeed fill approaching full utilization is that fActors, such as
-reil.rve" capacity. -red1mdanc:y, administrat.ion, and peak demand pla.wUDg, do not
impact SONET equipment, and. therefore, such equipment can be planned to carry
almost full capacity. The rationale for the low speed side plUi-in fill of 100\
is that plug-ins can be added and removed conshtent with demand. AT"T
recommends the use of o1;)jective fill factors. Rebuttal - AT&T·. :rec~lItiona
regarding SONET' cquipnlel1t fill are not consistent with SWBT'II actual fill levt!la.
Bor are they realistic. As Mr. Deere describes in hi. rebuttal testimony. the
high speed side of SONET equipment is, on ave~age, seldom at or near capacity
levels_ SWBT'S actual fill for this typl!l of equipment is s\lbptantiallf less th@

near capacity. Low speed side plus·in units, although modular in nature. mu8t
come from a central stOCk. The actual fill for such plug-in stocking is 92\.
Although this plug-in fill is not reflected in the currently filed cost study.

·83-



.~i

~.

11/20/00
NO.OO4 11I41

swaT ha8 agreed that ally ..eviaect UDbuDcUec1 iuteroffice tru.port study should
inclu4e .. new and .eparate factor for SONET plug-ins, (e.g., l(llll' .peed .ervice
plug- ill equiplllellt). The uu Of stacked ring» doe. D.O~ reeult in the exaggera.ted
fill lev.18 for interoffice tranapOt'C c1eacribed by ATU'. 'fhe overall fill tor
ebe equipiat &croH ~c Z'ings coulc! be any number, and turtherllCre, only would
repreMDt that or:ae area, ftOt the network on average. Objectlve fill factor» are
not ~rop:date for UH in a TiLRIC! eOlt analytis. A TKUllC onalysi. for mrBs
should iJ)alude a rNacm.able projecticm of actual utiUzatioa. This 18 also
eaaaiatat tlith the principle of attributing abAred costa and spare capacity to
tbe great.est ~8Ilt. vhicm, a. nr. ~blllaD J1aS described in hie clirect teet;i.mr.lny.
is ccmsbteDt with '1'BLJlle principle.. In. TELJUC stwU••, using objective fill
factor... eurrogate., when actual. are DOt ob~Clinable, typically will result in
c0Il8ervat1'Yely lover C08t. ..tiJlla~•• tbom what i. required. JlOllIaYeJ:, on a~r.ge

for the different type. of network components, the US8 of actual fill b
conai.teet with ~IC principle..

t'utiJlaDr' - Libuty c:WllIed that actual Ull factor. are only appropriate
in a DLlttC .tl14y if SOT c:oulcl de&Don&tl'ate that such fill.e are -optimal. - llhich
it did DOt. Liberty abo recOI\IIIeDdecl that swe'!' UlJe objective fill factors.
Ilebuttal - Actual fill. are appropriate in a TELRIC .tuc1y aDd represent •
reasonable projectioa of aotual ONE component utilization. In addition. tbere
·is no evidence to support: that SOT will achieve auch Objective fil18 for
electroDice aDd fiber. which i8 a valid question tor this e~ercise.

D. Other Tranaport %88Ue8

'1"••1:1aoay - A'fI<T witnesQ Klick assert8 that SWBT' ~ ring designs are
inefficict in that the a11l&ller ring. are not designed properly, which drives up
the cost of transport. aebutta1 - Mr. nick referenc•• pu%pOrted excerptll fran
AT~T witaess Turner'. testimony uaing -straight forward analyses· ~o da~er.mine

optilllUlR ring dzu. Bawever, DO x-eferenc:e 18 made by Mr. TUrner that address ~y
such -..11 ring- issue or analyse.. FUrthermore, the coate developed for
ODbw:1dle<l DedicAted Transport are based upon SOT's exiating network which it ia
required to unbundle.

Te.dJllOny - AT"'!' claift\8 that SWBT's transport studies &bould be &cljustri
to reflect for the rounding up of the rate of the next whole mile. If this i.
not done, AT.T will be requirecl to OYe%'Pay for unbunc11ed interoffice transport.
Jtebuttal - The agreeM11t between SWBT and AT&T was that the mileage rate would
be rounded to 1:11. next whole mile. swaT' e COlit model reflects the W1buncUed nte
element, in csaence, thi. per-mile structure. Liberty RaW no reason to -nUllify·
the AT"T/SWBT agreement. Nor did it make -rounding-up" on issue in tbis
proceeding.

T.atimoAY - AT"T indicatEd that SNDT inconsistently multiplied the DS!
CQunt by 28 for the DB) interzone eleJlleI1t8. aebuttal ~ ATii;'f is correct in this
regard and the study would need to be re·weighted in thia zone to be consistent
wi th the weighting conducted in other zonel. However. there is no reason to llIi1Jc.e
any revbions at. this juncture because it likely would have only il minimal imp~ct

on DS3 costs.
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'l••Ciaoay - AT." asserted that the DCS costa ba'\fe be_ calculated
lnoorreetly by applying M incorrect capacity for the DSl calculation. x.a
addJtiOll, 1t CQDteDd8 that the Dlltiplex1Dg included in the Des ooat aalc:u.laUou
alao have inc:lw:led _ incorrect capacity. Jlebuttal - with regard t.o the DIe DSl
capacity, Jilllt ia oorrIct and the .tuc1y abcNlc1 bave udli:zed • different capacity
of 28, £72 inaeNd of '7 .li8. Bowevel:', the a.sertion that the JlU1tiplexing
cQIIPCDent of tbe 11SC study abould l,ltilize a large c:apacity i. incorrect. U Hr.
!Jeer. diaCWIa.. in biB rebuttal teatwa.y. Liberty indicateci that the 8t~.8

abould be conduct.eeI Wlillg the appropriate values.

P. vmlwadl~ x-.1.t:ipl*Xi118' COau

'l'a.U.0D7 - AT", a8llerta tl2at Slf8T'1 study ba. double COWltad power and
sal•• tax expeaaea through the application of cost factora in two places iJultead
of ODe. ATlcT c:ontend8 that. since its intenticm is to purchas. the wbole
capacity of the fIU1t1plexer. tben the \lee of a fill factor for this .lemeut tbat
is anything but 100\ ia inappropriate. Liberty talce. a fairly .imilar poBiticm
regarding the I&Ultiplexar by requesting an additioaal optiCll that contUJPlatea
full purchaae. Rebuttal - ATIlt 18 cOn'ect in usertinsr that the Mul t1plexi.ng
5eudy double counts the pow« uc:l sales tu exp.n.ea. This error would need to
be corrected. The COlt .tudy bas been conducted under the asswaptiCG that AT.T
will not J::>e pu.rcbaaing the whole capacity of the Multiplexer. 'to date, AT&T
negotiatora have not requested this element on a total capacity basil. 1£ a
multiplexing study were to be ccmc1ucted unau the pte8Wllptiop that the CLEC would
purchase the total capacity, then .imply changing the fill factor would not be
enough. The investment baais. currently a portion of the multiplexer• .tao would
have to be ~evi.ed to the total CUI\OU.Qt. Furthepnore, the concept of purc:ha.Bipg
thh eleaent at loot ia only. valid if the mrs is availabl.e on tut bade.
Therefon, the preparation of lID. acWitiQDlll study only would. be applicaDle to the
p:tent that there 18 truly u additional element being offered aa descxil:Jecl.

TeatilllOny - AT&T assertl tbat SWBT has included. in its Dedicaud
Transport Cost Study, the investment for -both end. at a DSX-3,- vhicb is tbe
panel at which jwapen are run to COPD8ct DS3 circuits to a connecting c~t.
Doing so recovers the coat for the DSX-3 arrangements and therefore there ia DO
need to include the•• invest~nt. in any DS3 Txansport C~8. connect element.

\......-;' aebuttal - AT&T i. correct that -both ends" of the DSX-l are included in the
Entrance Facility Element (or wbat it describes as the Dedicated Transport Cost
Study). However. to conclude that, -in every case, the recurring cost associated
with equipment is duplicative- 1s not valid. The conclusion that ahould be drawn
is that SWDT'l!I Entrance Facility 8 tudy, if modified for this mnall change, couleS
r8JDOve one of the Dsx-3 appearances. Th.. Conc:1U8ion that shoUld not be dravn ia
to remove the croS8 connect element in its entirety, as AT~T infer-, because
doing 80 will not reelect the true arrangement and will result in unrecovered

"-J in....euRlent in the study.
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T••U.oDy - ATtlf a88.rt. that mLC-303 provides the ability to cross
cozmeec loope OIl .. virtual buis" requir1ng DO phydcal cros. COJmeet. bbut.t.al
- Tobi8 type of ~ltcb·iDtegr.ted technology i. not afficiept or appropriat.. tor
UDhundled loop provllioain;. It 18 not to !)e used for unbuncUiDg.

"l'eat.iAcmy - ATf.T wltnell8 Sevur. elaiJIs that ap. -electJ:'onic croas c::onnect'"
rew.lt.!ag frca Im.c 18 appropriat.e for: loop lUId port CO&1lbinatioua. 1t.e!Nt;t.al­
Mr. S4t9Ura statell that the -.-oat efficient and 'DOIl-discriminatory Ilethoc1 to
proviaiori II loop ~ port cClllbizsatiOil i.e to t:reat the new entromt tAe tIX&C~ 8UIII

way ... BWB'1' prgvbion. its own OWIItOrlers; that being, [aD) e.Leoeron1c C1'(,)__

ccmneet.· Nhat 18 apparent ia that the 8111 reason for A"tr..T'. cboiee of such Ul
integratecS teebDology i. to obtain I18twork elemtmt.a - as is.· ero.. c:onnecta
that ~d be at 188\18 herein are UD1:nm41ed ero8s COIU1eClt8 and. DOt those tbat
haft iUlythiq t.o cJo with ea'llbinillg any elements. Liberty reconaelUSl!I • 75/25
split between ODLC and mu:, lIfhich, fot' the same reaSODiJ, ill unj\Ultified.

T.at.iBloD.1' - ATr..T V1tne•• Segura alleges that SW8'1" s use of an 1.nteriiediate
distributing frame to coauect to a ClollocatioD presence ill wmece••ary and
in.tead recCPlll8DC18 the use of a single frame. R.e1:Iut.tal - ~ Mil:'. Deere
<i.scribes in hie rebut:1:d t.esti1lOJJ.y. this is the effic1ent choice of planning for
the connection to the CL2C. The .tudy should reflect the configuration that: will
be uNd.. lIiberty agree•.

T••tiaony - AT.T alleges that SWBT was not able to establisb what type of
equiPMnt wall being provided to accoq:llisb conditioning, and therefore. the C08t
of thie eleaent: should be eliminated. aebuttal - Mr. Segura cODfi~d that
there i. some type of equiptllf!Dt that is required to accomplisb this conditioning
but yet electa to el1ll1nate any associated coat. The equiplleDt that 18
ident:ified in thi8 study 1& called STB (Statioa Terminating Equipment) and tbe
purChase p~ice for this equipmen~ l!Iervee as the basis for tbe recurring cost
development for. dB Lon Conditioning.

Tut1Jllony - ATlIr asserts that the aonreC\l%'ring costs for transport did DOC
include Des ud msx equipment c0lllb1nations that would allow for relllOt:e
installilticm.. Liberty agrees. Ile!)uttal - All Mr. Deere ha.III dellcdbed in hill
rebuttal testitDoDy. thes. are not the approprb.te arral19_ent8 to be c0lUl1dere4.
There eUlply ill not any support that AT"T systems should be used in lieu of tho8.
IJ.sed by SWBT.

•• UDbUDdlad ~oop. ana Design Circuit.

T••~imony - AT~T has claimed that SWBT bas Classified loop. as -d••ign·
circuit- and that it, therefore. has included manual cosu that .re not
nece8aary. Liberty concurs. aebut-tal - AT"T has reiterated in nWll8~OWl cases
that SWBT classifie_ it. unbundled loopS as desi9D loop-, which is a complete
miecharacteri zaeion of what is really at issue. The cost studies in tbis
proceeding do not treat unbundled loops, in thiB case 2-Wire analog loops••s
~rue design circuits. per se. What the studies 00 reflect, however. is that the
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PJ;QCesae. aDd 8Pt- that. an uMd to Ilrovision the unbundled lcgp are different
than those uaed for 1JOT8 a.rv1ce. Again, as Mr. Deere desc't1be. 1n hie rebuetal
teli1tillCDY. tbe_ ayat_ are nqui~ed be<lau.. wtbwulled loops cannot. utilbe the
-- .yst... &II uS*! fOZ' POTS. The pure -design- activity that i. perfoDed an
'the 2-wire uaalog 10 loop, whieh generally inclUde. the detandnatioa of
equipaent nee", is 1.s. than.:Z rdnutes, A. opposed to a 1)81 cireuit t.hat
requires eub.tantial del1gu work. ThUS, it is really a .iacharacterization to
infer tbat this type of loop iii full of unnece8sary desigu work and is a
-de.igned .ervice.-

'reatWloR7 - AT'lr h1pli filA t.hat tbe loop CQjJt st.udy duplicates lI~ice ordet'
coats tlat an b. the service Order study. aeDuttal - Thb 18 an lnconec~

aaaumptioa. apnadabeeu, which are part of the st.udy, support SWB'l". position .
.._J '!'he 8e~c. order acti.vity is silnply not duplicad" in the loop cost study.

88I:'Viee order -related- costs included 1n the loop study are ilppropriately
accounted. "for 1n that study.

T.StaaoDy - 1.'1''''1' implies that tariff charges, or central Offiee J~cce••
(.CQA-) "Charge&. have been applied 111 this proceeding. aabuttal - This 18 DOt
t.M cu.. It 1s 1AO.t. likely that AT&." witne.. segura is referring to 80JIle other
proceeding in another jurisdiction wbere some separate tariff charge may ha~

been applicable.

T8n1mouy - n&T claw tbat I&M f1mCtions should not be att.:r1huted to IdB
loops because they are not nec:::eIl5&tty for Total Service Resale and loop port
combinatioaA. Rebut.tal - ONE combining or reselling of tariffe4 service8
should not be t.he subject of wmwuUed ell:lIICU1t c:::ost calculations. The cost
charact.erist.ics of I~ function. and tbeir relationship t.o resale or combining
has not been preli1ented in t.hi. proceeding and is not at issue. :In ildditica, Hr.
Segura later confinas that UN activity 18 required.

Teati.any - AT~T witness Segura ~lso claims that, since field plant i8
~lready in place. the there "ill be no activity required for 1&14 -when the aDd
user beeanes a CU8tOlll8r of the CLoEC. II Rebuttal - This is a duplica.tiou of Mr.
Segura' & previous argwaent involving conversion or re&~le IiJcenarioa. On the
contrary. tbe cost study shoUld, and does. reelect a. realit.y that field work will
be required. certain percentage of tne time.

E. Suppor~ For Honr.curring T1me Z.timatee

'1'•• t1JDony - AT&T wi-tM.. Segura contends that there 18 a lack of
information supporting SNBT's cost studies (e.g •• no record of wbat infortnation
was provided to the individuals who were involved in estimating ~e time spent
on the various provisioning activitiea). Liberty had similar coneerns.
Rebuttal - The individuals that lend assistance on tbe&c t!me ~.timate& are. in
many cases. given requests for specific time estimates. Requests and replies in
other are.s a1$0 have ~en docUll\enced. In addition. che8e individuals are
melflben~ of SWBT product. teams that address the requirements for the services iiUld
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eleaM!lts for whieh .tudiu an required. SOT forwarded ~"T c:ouiderahle
nonrecU%"l'"ing 1nput .upport for it. C:Ol5t etudie8. SWBT provided ATliT with
doc;:\llMacaciOil of ac:tivity rellourc•• aDd ti.... Thb level of detail h in stark
cClDtr..t to the ~.T proceaa \l8ed. to analyze 8MBT'. proposal, Vbich ... developed
by fev iDdiviclual., aDd. c:aammicatecl ill a haphazard, IDOl!tly veral, lMDfter. rn.

. adcU.U.OQ, Mr. Segura indicated that llI&ny of AT'T'. number. actually are default
value. that reflect ~ unidentified national average.

,.eau.cDY - AT&T claiu thAt 5MBT'. loop cost 8tw:ty include. trawl to the
central office 1D all c:aae.. Rebuttal - I~ 5MBT'. unbundled loop C08t study,
central offic. td.p co.t. reflect a ataffed azul non-Btaffed aCeA&rio. SOT
t.heref~ doe. DOt ..aUlle that a central office trip 18 required every time. '1"be
SWBT 8tudy anly recogniau the pro1)ability (leBS that 100') that travel tialC "ill

''-.",' be requ1.J:ecl.

" ••~~y - SWD'1', aecorcliag to AT"T. WUlecessarily include. the coat tor
te.t aboe. in its cross connect studies. Rebv.ttal - Nowhere in the cro••
oonnect studies filed ill thil!ll proceeding half the cost for any auch -shou· beeD
included.

T••elI11oODY - .I.T"T cCDlplains that SwBT does DOt inolude t.he appropriatlt
labOr rates for cro•• connect activities in its studies. A craft 1 employee
labor rate should be used 1A the study to calculate the activity cost inetead of
a frUle tec:bDJ.cian'lS labor rate. RGuttal - Frame teg}urlcianJI i.nelude several
types of specific: technician cla8lllification. Por example. 'raMe Attendants ar-e
used to conduct worle at the frame ~ are clajulified as Craft 2. However,

~,.- Communications Technicians are abo utilized at. the fraJlle, ..Ii descJ:'ibed by Hr.
Deare in his rebuttal testiJnony.. These techniciane utilize a craft 1 a9tu:gDIIIeIlt.

Testimony - AT'T claims that SWBT's Special Service I&M tecbnician& are
paid a higher wage rate than their counterparts in I&M. R.e1:)uctal - By
contract, both Special service (systep Technician) and Customer Service
Technicians are paid at the same labor rate which is • Group 1 crafe.

T•• timoQY - AT.T claims that SWBT'. studies should be revised to. reflect
15 .inute increments instead of 30 minute increments for travel time. bbuttal
- The 30 minute travel time i8 supported and reflects what ill required 00

average. In addition, AT&T did not even utilize 15 minute. in its cost study.
but instead applied its 2' to tha~ figure.

G. D18conneet Coet.

-r••tu.ony - AT&T states that nonrecurring discormect costa should be
modeled separately. Liberty agrees. R.ebuttal - OUtside of addr••sing how
disconnects are priced. Liberty'S Dasi. was one that considered combinations and
not the unbundled .l.~ts that are at issue in this proceeding. Decisions on
disconneot activiti•• included in unbundled elements shoul~ not be made based
upon arguments th~t are irrelevant to unbundliD9.
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